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The U.S. Crisis in Perspective
Liquidity and Risk: Return to Normality?
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Investment Spending and the Business Cycle
Business Equipment and Software
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' Unemployment as a Percent of the Labor Force

Labor Markets and the Business ﬁ%n_m
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Forward Looking Indexes and the Business Cycle
Leading Indicators and Consumer Confidence

ISM Manufacturing: PMI Composite Index Sentiment Index
80 ~ : , ; 120 -
T 110 -
100 ~ |
60 —
G i )
g , 2 -
> 50 >
2 2 80- _
40
70 -
30 - 60 - 1
Nc w_______.A__A"__._.__“__w_w___mww“_.._‘A._ f MQ[m.."_______A_,,,_"__”..w, ____M¢_.____Wk__..,k.____"
1960 1970 1980 1990 2000 2010 1960 1970 1980 1990 2000 2010
Source: ISM Data through 11/27/10) Source; SRC, University of Michigan Data through 15/27/10

Shaded areas are recession periods Shaded arcas are recession periods



U.S. Economy: Potential Flash Points
Quantitative Easing 2 and the Dollar
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U.S. Economy: Potential Flash Points
Quantitative Easing 2 and Inflation
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The U.S. Outlook — Broad-Brush Comparison

Blue Chip Short-Term Financial Survey and the FOMC

Blue Chip Financial Survey Results
Consensus 10Highest 10 Lowest

4Q2010 2.3 3.0 1.8
1Q2011 2.5 3.3 1.7
2Q2011 2.7 3.5 1.8
3Q2011 3.0 4.8 2.2
4Q2011 3.1 4.0 23
1Q2012 3.2 4.0 2.5

December 1, 2010

Tabie 1. Economic projections of Federal Reserve Governors and Reserve Bank presidents, November 2010

Central tendencgy Range

Variable 2010 2011 2012 2013 |Longerrun| 2010 2011 2012 2013 |Longer run

Change in real GDP 241025 3.0t036 38t04.5 35046 25028 231025 251t04.0 261047 30050 241030

Unemployment rate 85097 | 891091 77t082 | 69to74 | 50to60 | 941098 | 821093 | 701087 | 59179 | 501063

PCE inflation 12t014 11t0 1.7 11t01.8 12020 161020 11t015 0.9t 22 06022 C4t020 151020

Core PCE inflation T0t011 | 09016 | 101016 | 1.1t02.0 §8fc14 | 07020 | 061020 | 056020




Baseline Economic Outlook
- Cyclical Characteristics

2010 2011 2012
i(A) li{A) H{A) IV{E) [§=] (E} HIN=] V(g {{=] 1 E) HKE) IV(E} Year-over-Year Growth

2010 2010 2010 2010 2011 2011 ) 2011 2011 2812 2012 2012 20%2 2010 2011 2012
1  Domastic Final Sales {'96$) 134334 135751 136726 137515 138270 138960 139684 140439 141279 142258 143320 144436 27 24 2.8
2 Change*® 1.4 43 29 23 2.2 20 21 2.2 24 28 30 3.2
3 Cyclical Domestic Demand (*968) 27786 28728 2903.2 29347 29491 209637 29853 30087 0380 30785 31241 34722 55 3.7
4  Change* 6.3 4.3 4.3 40 24 20 29 33 40 53 6.1 6.3
5 Cyclical Gonsumer Demand ('968] 11388 11578  1178.6 11998 12168 12268 12415 12488 12563 12728 12875 13032 68 56 38
] Change * 8.3 6.8 T4 7.4 57 3.4 4.8 2.7 2.7 4.7 47 4.9
7 Light Vehicles and Parts {'96%) 133.4 132.7 134.5 139.5 137.3 136.9 1379 139.4 141.6 1458 150.8 166.2 6.4 241 7.8
8  Change* 8.7 21 55 156 £.1 1.1 24 44 5 124 145 151
9 Other Durables {'96%) 10055 10251 10441 10605 10795 10800 1036 1105 11167 11270 11387 11470 8.8 6.0 33
10 Change* 1.6 8.0 76 6.4 7.4 39 51 25 23 37 35 36
11 Fixed Investment {'965) I6305 17025 4088 17317 f7a23 17368 17438 17598 17806 18057 18365  1859.1 39 29 48
12 Change * 5.0 5.0 50 53 8.% 1.0 16 3.7 4.8 58 7.6 73
43 Resid. Construction (963} 330.7 3501 3231 3119 302.9 2959 291.2 289.6 288.1 2B8.0 289.2 2413 4.0 -10.3 -2
14 Change * 123 256 =275 -13.1 -11.0 -89 -8.2 -2.3 -2.0 -0.2 1.7 29
15 Nonresid. Construction ('96%} 3193 3188 314.2 3122 31t.7 3116 3119 2.1 312.2 3129 3141 3156 ~14.5 -1.4 4.6
16 Change * 7.8 0.5 -5.8 -2.5 0.7 -0.1 0.3 0.3 4.1 09 1.5 1.9
17 Equipment and Software {*968$) 9897 10460  1087.3 11076 1177 11283 11407 11582 11803 12048 12333 12622 5.4 7.5 74

18 Change * B 20.5 24.8 16.8 7.7 37 4.2 4.1 .3 7.9 3.8 9.8 8.7

14 Noncyclical Demand {'96$@ 403602 10224 103742 103017 104507 05019  10850.9 108687 107245 10780.5 108398
20 Change * 3.1 ) -15 2.0 0.7 25 1.6 1.8 2.2 23 . 2.1 21 2.2

2f Chg. in Business Inventories 444 688 1115 870 815 728 693 656 827 608 591 580

23 Gross Domestic Purchases (9688 134454 136244 137665 138388 139004 139688 140377 141084 141306 142864 143811 145018 Tas T aE 24

23 Change Cap | 53 4.2 2.1 2.1 17 20 21 2.3 27 3.0 3.1

24 NetBxports (56§) | 3384 4400 8067 5155 6005 5032 5015 -490.6  -4B28 4834 4866 4805

25 GDP (965} . 131388 131949 132774 133233 134088 134656 136362 136185 137077 138030 139046 140121 27 21
Change * 37 1.7 25 T4 26 1.7 2.1 25 26 2.8 3.0 31

@ Noncyclical Demand = Consumer spending on nondurable goods and services and &l forms of government s pending (exciuding CCC inventories)
& Gross Domestic Purchases = Domestic finai demand plus Change *
A = Actuai; E = Farecast * Annualized percent change Except for price indexes, all data it billions of dolars Historical sources: BEA and BLS  MNpvember 27, 2010
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Baseline Economic Outlook
Corporate and International Sectors

2010 2011 2012
I{A) 1A} HEA) V) i) WE} =] VB =) =) =) wig Year-over-Year Growth
2010 2010 2010 2010 2011 2011 2011 2011 2012 2012 2012 2012 2010 2011 2012
1 Fixed Business Invest, '968) 1302,6 13553  13B8.8 44198 14294 14409 14526 14703 14825 15177 15474 15778 539 6.0 59
2  Change* 55 58 58 9.2 27 3.3 33 5.0 6.2 6.9 8.0 8.1
3 Structures 3183 3189 314.2 312.2 311.7 3118 3119 3124 322 329 341 316.6 14,5 A4 06
4  Change* 478 0.5 £8 25 07 0.1 03 0.3 0.1 0.8 1.5 1.9
5 Producer Equip. & Software 9897 10460  1087.3 11076 11177 11293 14407 11582 11803 12048 12333 12622 15.4 7.5 74
6§  Change* 20.5 248 16.8 77 37 42 41 6.3 79 86 9.8 97
7 Chg. in Bus. Invent. (*963) 44 688 1115 7.0 815 728 g83 66.6 627 6086 59.1 580
8 Chg. In Nonfarm Inventories 365 61.0 106.0 83.3 78.7 70.6 67.5 64.0 61.3 59.3 57.8 56.7
9 Corporate Profits {B.T.) 17728 Ca7RBZ 48645 19426 20200 20534 21305  3J40% 23709 25230 26773 28236
10 Corporate Profits {A.T.) 13667 13826 14271 14958 15854 15812 16474 17248 18256 19427 20615 21742 338 147 23.6
11 Change* 54.4 38 13.5 207 16.9 6.8 17.9 20.2 255 282 26.8 237
12 internal Funds (AT) 10843 10916 11031 11480 41847 12441 12611 13173 13695 14003 14535  1501.2 67 124 15.2
13 Change 208 2.7 43 17.3 134 10.3 164 191 168 121 13.2 138
14 Dividends 720.3 728.4 736.6 74569 761.3 777.3 7940 8108 824.9 8316 839.3 848.1 20 7.2 6.4
16  Change” 58 48 45 57 7.9 87 89 87 74 33 3.8 43
16 Output per Hour * 38 A8 22 04 2.0 14 16 24 22 23 24 25 33
17 Hourly Com pensation * ~1.1 0,7 21 15 19 t.9 17 2.8 27 28 341 3.3 1.2
18 Unit Labor Costs * 45 11 0.1 1.4 0. 0B 0.1 0.5 08 0.8 07 0.8 -2.1 04
2010 2011 2012
1A 1A} ma) ) 5 e e V(B HE HE HH{E) (5 Year-over-Year Growth
2010 2010 2040 2010 2011 2011 2011 2011 2012 2012 2012 2012 2010 2011 2012

1 Met Exports {'968) 3384 4490 5067  -5165  .500.5  -503.2  -5015 4909  -482%  -4834  -4866 4895
2 Exports ("988) 16164 16524 16778 1713 17250  1747.8 47708 17937 18168 18402 18835  1887.9 115 59 53
3 Change* 114 9.1 6.3 5.8 57 54 5.3 5.3 53 53 5.3 5.2
4 imports ['95%) 19548 21011 24842 22168 22265 22514 22722 22846 22997 23236 23505 23774 141 6.8 35
§  Change* 1.2 33.5 163 6.1 16 4.7 38 22 27 42 47 47
8 Trade-Weighted Index 75.3 176 75.9 727 724 72.8 730 73.2 729 728 728 726 34 a2

A = Actual; E= Forecast * Annualized percent change Except where noted, all data in billions of doltars Historicai sources: BEA, BLS, and Federal Reserve November 27, 2010
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Interest Rate Outlook — Graphic Portrayal
MTSU Baseline Interest Rate Forecast

Quality Spread
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U.S. Treasury Notes and Bonds
1-¥r Note
2-Yr Note
5-Yr Note
10-Yr Note
30-¥r Note

" “Other Bonds

AAA Bonds
BAA Bonids
State and Local

..__salmmmm Rates - Prim ary Mkt

8
10
"

12
13

30-Yr (FHLMC - PMMS)
15-Yr (FHLMC - PMMS)
“ARM (FHLMC - PMMS)

Mortgage Rates - Secondary MKt

30-Yr (FLHMC Req Net Yield)
15-Yr {FHLMC Req Net Yield)

Sources: Federal Reserve, Federal Home Loan Bank, Federal Home Loan Mortgage Corp

Interest Rate Forecasts
Capital Market Rates

2010 2011 20112

HA) HA) Hi(A) e HE) HE) Hi(E) V(5 B HE HHE} IV(E)
2010 2010 2010 2010 2011 2011 2011 2011 2012 2012 2012 2012
8.37 038 0.27 0.26 0.37 0.51 0.81 1.02 145 1.95 2.42 284
0.92 0.87 0.54 0.48 0.68 0.84 1.15 139 1.83 2.33 2.80 3.20
242 225 1.55 1.34 1.63 171 1.97 2.20 2.53 2.91 3.24 3.46
372 3.49 2.79 272 2.91 1.06 3.24 3.41 3.63 3.87 4.08 4.20
4.48 420 3.60 3.79 3.92 379 402 4.10 4.13 431 438 438
5.29 5.04 4.58 485 491 492 5.11 5.23 5.43 5.64 5.84 5.94
6.29 6.13 56.78 5.90 593 5.89 5.98 6.10 631 6.55 6.76 6.88
435 435 4.07 4.28 429 414 4.16 422 4.36 4.53 468 476
463 457 3.99 3.94 4.42 467 5.42 5.66 581
3.96 389 3.39 3.05 3.25 3.50 4,36 4.67 489
425 401 3.28 3.10 3.25 414 456 495
5.00 491 4.45 4.28 448 4.67 490 5.10 &.36 5.61 584 5.97
438 4,29 3.92 3.67 372 3.84 4,05 4 4.50 4.83 511 5.29

Annual Averages

2016 201 2012
0.32 0.68 217
0.70 1.01 2.54
1.89 185 3.04
3.18 3186 3.95
4.02 3.96 4.30
494 5.06 571
6.04 5.97 8.62
426 4.20 458
4.28 4.54 5.51
360 3.39 448

3.2t

4.66 4.79 589
4.06 3.96 4.93

November 23, 2040
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Baseline Economic Outlook
Economics Outlook for Tennessee

2010 2011 20142
I(A) HEA) HI{E) Y{E) {E} i1¢=] (e V(B I(E) H{E} HE) W{E} Year-over-Year Growth

2010 2016 2010 2010 2011 20114 2011 2011 Mz 2612 2842 2012 2010 2011 2012
National Trends
1 Givitian Employment (Mil.) 138.6 139.3 139.2 139.4 139.6 138.9 1401 1403 140.6 141.0 144.3 1417 -0.5 &6 0.8
2 Change * 1.4 2.0 0.4 0.5 0.7 07 0.7 1X 0.8 1.0 1.4 11
3 Personallncome 123503 125171 126004 127078 12826.56 12941.6 130598 131772 133000 134271 135513 1363871 30 36 3.8
4 Change * 3.7 £.5 27 35 3.8 36 37 3.6 38 39 38 41
& Income Per Employee {T}) 89.091 89.837 94,520 91.176 41.879 §2.532 93,206 93.895 94.571 95.247 95.881 96,572 38 3.0 2.9
3 Change 2.2 3.4 31 28 3.1 2.9 2.9 3.0 29 28 2.7 239
7 Housing Starts (Mil. of Units) 0.617 0.692 0.584 0.632 0,652 0.651 4.690 {.76%8 ¢.884 0,998 1.420 1.238 9.8 13.4 53.6
8 Change * ) 42.6 -9.4 114 36.9 13.2 -0.2 289 541 74.4 634 88.1 498
Tennessee
9 Nonagricultural Employment (T) 2594.0 2610.0 268077 2619.4 2623.8 2627.9 2631.7 26361 28417 2647 4 2653.2 2658.8 0.5 08 0.8
10 Change * 4.2 2.5 «0.4 18 &7 0.6 0.6 0.7 0.9 089 0.9 0.8
11 Personal Income 2208 223.0 225.0 2265 228.3 230.2 232.1 2340 2361 2381 2401 2423 38 23 15
12 Change * 7.0 4.2 3.6 2.6 32 34 34 33 36 35 34 37
13 Dividends & Interest 288 299 30,0 30.2 0.5 30.8 31.1 314 Mn7 32.0 323 326 1.2 31 4.0
14  Change * 52 09 16 24 36 39 4.0 4.1 4.2 3.7 4.0 43
18 Income Per Employee (T) B5.105 85.448 26.278 86.453 86.935 87.588 88.2065 83.772 89.363 89.938 90.505 91,145 4.3 2.4 2.7
16 Change * 6.8 1.8 39 0.8 25 2.8 25 26 2.7 26 25 29
17 Retail Sales 826 864 849 84.9 B85.8 86.0 86.8 87.6 87.8 88.6 891 855 4.9 25 26
18 Change * -1.5 14.2 -23 8.0 4.4 1.1 35 13 6.9 35 24 23
19 Single-Family Building Permits (T) 13.495 12.568 10,144 10.695 11.2¢1 11.317 11.601 12.287 13.894 15.817 17.850 18.839 -2.0 1.1 45.2
20 Change* -1.8 248 576 2386 203 4.2 10.4 258 £3.5 68.0 62.2 526
21 Total Building Permits (T) 19.575 17.033 14.490 15207 15.808 15.838 16.229 17.222 19431 21.369 23.573 25.740 15.7 ~1.8 38.4
22 Change * 152.0 -42.7 -47.6 213 16.7 0y 10.3 26.8 52.0 46.3 48.1 42.2
Note: Except where noted, ali data in billions of dollars. Historic sources: BEA, BLS, State of Tennessee T=Thousands of units, persons, or dollars November 27, 2010

A = Actual; E=Forecast * Quarter-to-quarter percent changes expressed at compound annual rates.



11 Total Tax Revenue*
12 Cho@

3. Sales and Use Taxy:
M Cha@

%5 Income Tax*

6 Chg@

7 Gross Receipts Tax?
18 Chg@

19 Excise-pius Franchise Taxes”
200 Chg@-

21 Gasoline Tax*

22 Chg@

23 Vehicle Registration®
24  Chg@

25 FuslTaxt

26 Chg@

27 Privilege Tax*

28 Chg@

29 Al Other Taxes™

30 Chg@

* Millions of dollars

FY89-00
7.626.8
7.8
4,600.7
5.9
17¢.9
12.2
2131
7.9

S 0830
215
576.1
15

218.5
8.7
152.8
7.2
153.7
7.8
343.9
5.8

EY00-01
7,656.4
17
4,643.3

“ois

199.4
0.8
248.8
5.6

1,102.8

1.8
569.4
-1.2
214
-3.3

‘_ﬂm.&. i
135

160.8
4.6
347.2
-0.8

FY01-02 FY02.03 FY03-04 FY04-05
7,468.0
-2.4

177.4
10.3
365.8
5.4

@ Annual Percent Change

" §,459;

8,448.7
13.1

2 ¥
102.9
-27.4
216.5
-3.8
18717
T 0.9
600.1
4.0
225.0
2.5

1554

2.8
216.5
22.1
401.9
9.9

9,094.0
7.8

14878 -

148
599.3
-0.1
238.5
6.0
187F
749
246.1
13.5
474.5
18.1

.6,0815
RS

9,638.6
6.0

155.9
11.4
235.9
7.8

1372.0"

4.5
608.1
1.5
244.2
2.4

LTI

3.5
264.9
7.7
432 .4
3.7

Baseline Economic Outlook
Baseline Revenue Projections

FYD5-08
10,290.8
8.8
6,515.6

194.4
24.7
2412
2.2

14916

8.7
605.6
-g.4
249.5
2.2
1807
4:0
304.9
5.1
507.3
3.0

FY06-07
11,066.5
7.5
"6,840.2.

&R

248.8
28.0
274.3
3.7
1749:1
17.3
§12.8
1.2
259.9
4.1
1§5.7
2.8
350.7
5.0
5751
13.4

EY07-08
11,194.5
2

FY38-09
10,1997
-8.%

T
221.2
-24.3
315.1
8.4

6,331.3

FYQgo-18
10,0898

247.6
-3.1
705.8
-0.6

Forecasts
FY10-1i
10,262.6
1.7

- 6,267.0 B
13
186.5
8.6
321.7
-6.5

6 .1 1462:9

2.8
616.5
16
2452
2.4
1662
10
262.8
6.1
737.6
4.5

FY1-12
10,4711
2.0
63875
) 19
197.7
6.0
3310
.0
4488:3
17
625.3
1.4
250.9
2.3
1575
6.8
266.3
13
766.5
3.9

Fyi2-13
10,748.4
2.6
6,533.7
23

215.0

November 29, 2010
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